INGWE MUNICIPALITY 


ANNUAL FINANCIAL STATEMEKTS 


30 June Z0D8 



INGWE MUNICIPALrTY 


ANNUAL FINANCIAL STATEMENTS - 30 June 2008 


INDEX 

General information 

Acoounfing officer's repoit 

Statement of financial postfion 

Statement of financial perfbrniance 

Statement of changes in reseives 

Cash flow statement 

Aocounting polides 

Notes to tfie finandal statements 

Appendix A: Analysfs of property, plant and equipment 

Appendix B{1); Actual versus budget • Revenue and expendlture 

Appendix B(2): Actual versus budget - AcqufsHion of property, plant and 
equipment 

Appendix C: Disclosure of grants and subsidies in terms of Munidpal Finance 
Management Act 

No segmental anatysis of property, plant and equipment and no segmental 
statement of finandal perfbrmance are presented as the munidpality has been 
been exempted from this requirement in terms of General IMotioe 522 of 2007 
contained in Govemment Gazette number 30013. 


Page 

1 

2 

3 

4 

5 

6 

7-11 

12-24 

25 

26 

27 

28 


APPROVAL OF FINANCIAL STATENEHTS 

\ am responsible fbrthe preparation of the finandal statements. which are setout on pages 2 to28, in terms of 
Section 126(1) ofthe Munidpal Finance Management Actand whidi I have signed on behalf of the Munidpality. 

I certify that Ihe salaries, allowanoes and benefits of Councilfons as disdosed in note 14 to the f nandal 
statements are within the upper limts of the framework envisaged in Section 219 of ttie Constitution, lead with 
Ihe Remuneralion cf Public Office Bearers Ad and the determination of the Minister of Provindal arid Locaf 
Govemment in aocordance with that Act. 



GM Sinelte 
Municipal Manager 
Accounting Officer 


Cieighiton 
29 Aiigust2008 
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AJ4NUAL FINANCIAL STATEMENTS - 30 June 2008 
ACCOUNTING OFFJCER'S REPORT 
1. IntroductEon 

In recent years ttie munidpality has been under considerable stress at the politfcai and 
administrative levefs resulting in underperfoimance and shortfalls in servfce delivery. This 
slfuation was stabilized from about April 2008 with reoiganization at the politjcal level and an 
alignment of the administration’s work with the requirements of the council. A CFO was appointed 
with effect fhom April 2008 and a munidpal manager effective from May 2008. From the above it 
can be seen that the onganization was running considerabiy below par forthe first nine months of 
the financial year. 

In addition, It must be pofnted out that the accounting records fn respect of VAT and housing have 
remalned unrecondled for approximately flie past five years. Amongst other things this has 
nesulted in a buifd-up of an apparent VAT debfor of R8,7 million as at 30 June 2008 due to the 
neluctance of SARS to refund input VAT daims since 1 July 2004. It is not known what 
adjustmenls may be necessary when the housing accounts are researched and baianced off. 

It is antfcipated that the VAT debtor mentioned above will resolve into three components; 

• A portion that SARS will be prepated to refund. 

• A non-claimabfe portion that relafes to past acquisifions of property, plant and equipment 
that will have to be capifalized as property, pFant and equipment and deprecfated 
accordingly. 

• A non-clatmabie portion that relates to past operatlng expenses tiat will have to be 
written off as a charge againstthe accumulated surplus. 

The staff in our budget and treasury office will be making a concerted effbrt during the month of 
September 2008 to resQfve the VAT and housfng fssues with a view to recompifing these financiaf 
statements befbre the end of the audit that fs currently in progress. The intentfon is pnoduce a set 
of fnanciai statements that fairly presenfs our financfal perfbrmanoe and position, to the 
satfsfaction of the Auditor-General, so that a fully unqualified audft opfnion can be received for the 
2007/08 fnancial year. The municipality has suffered qualified audit opinions in recent years and 
Ihis is regarded as highly undesireabfe by management and the councif. 

Befng a medium-capadty municfpafity fie conversion firom the IMFO-model accounting standards 
to the GAMAP/GRAP standards was achieved, on time, with a few minor devfatlons approved by 
nalional tneasury, wlth effectfrom 1 July 2006. The foliowing were the main changes: 

• Introduction of a regfster of property, plant and equipmentthat can provide depreciatfon 
information. 

• Recording of the fuli equitable share (ostensibly an uncondftional grant) as operating 
revenue upon receipt 

« Initial recording of all conditional grants as current liabilities when they are received. This 
is done on fre premise that they are refundable to the funding agency if they are not 
utilized or not properly utilized in terms of their conditions. 

• T ransfer of conditfonal grants from current liabilities to operating revenue to the extent 
that they are expended. Thfs is done in orderto malch the grant with fhe related spending 
pertaining fo that grant in the sfatementof financial perfotmance. 

• The recording of atl non-capitaliseabie expenditure as expenses in the statement of 

f nancial perfbrmance as and when they are incunred. This includes spendlng on housing 



projects where the houses will become the praperty of the beneficfaries in the 
development. Therefore housrng projects are not treated as caplfal expendrtune. The 
same applies to efectrification pnojects funded through the municipality by DME and 
subsequently transferced to Eskom to own and operate. 

• The creation of a small, cash backed capital repfacement reserve of some 1 900 000 to 
assist wlth the funding of capital expenditure calted for in the IDP. 

• The funding of property, plant and equipment from the accumulated surplus. This means 
that much of the accumuFated surplus fs tied up in PPE and is thenefore not avaiiabfe in 
cash or as a working capitai reserve. 

• The creation of a govemment gnant neserve, a capitaliseation ceserve and a revaluatfon 
reserve whfch are the other (in addition to the accumufated surpFus) sources of fundFng 
for property, planl and equFpment. These neserves are 100% back^ by property, plant 
and equipment and ane therefore not cash-backed. 

• A genenous provision for doubtful debts where there has been inadequate credft control 
and debt collection efforts in relation to rates and service charges. 

• Pnoof that ali unspent grant balances and cash-based reserves are properly backed by 
cash and investments thcoughout the yearand as at the financial yearend. 

2. Comments on the statement of financial performance 

it is veny Fmportant to note the following points fn relation to this statement: 

The deveiopment of Fow-cost housing projects, as weli as the electrificatFon of rurai homes and 
schools, Fs treated as operating expenditune (in the perFod in which it is incurred) in ^e statement 
of financial perfbrmance on the basFs that ownership of the assets created Fs fully transferred to 
the housing beneficiarFes and to Eskom. This expenditune Fs matchecF by a fransfer of the grants 
received fnom the pnovincial department of housing and the department of mineral affairs and 
energy to revenue. These activFtFes then, are not freated as creating property, plant or equipment 
as the assets created are notthe pnoperty of the municipality. 

The apparently large ‘operating sucplus’ of R7 548 381 fs mainly due to the fact that conditional 
govemmentgrants in respectof additlons to property, plant and equipment (capctal expenditure) 
totaFing R5 296 847 have been Fncluded in nevenue. However, the related, matching expendFture 
is notreconded in the statement of finandal performanoe under the heading ‘expendFture’. Hence 
the Farge apparent surpFus. This is the oorrect procedure in terms of the GAMAP/GRAP 
accountlng standards. The related spending of R5 296 847 is reflected ‘belowthe line’ in the 
statement of changes Fn resecves. Thls intbrmatFon oould be expressed in an altemative manner 
as foliows: 



Actual 

Budget 

Surplus for the year, as reflected Fn the stalement of 
financcal perfocmance 

7 548381 

8 805 018 

Less: Transfer to the government grant reserve, 
representFng expenditure fbrthe year on capifal assets 
that were funded by conditional government grants 

(5 296 847) 

(8 776 459) 

Actual cash surplus for the year 

2 251 534 

28 5S9 




The spending on capftai assets financed fram 
conditional govemment grants was In respect of 
the following projects: 



Bulwer Eibrary (provindal library services grant) 

194 000 


MunicFpal inf^structure grant projects (acoess 
raads and community halls) 



Total 

5 296 847 

7 408 459 







Oue to the accumulated surplus being under pressure from tine VAT and houslng issues and the 
small cash surplus of R2 251 534 for the year, and despite the transfier of R2 038 453 in off- 
setting depreclation firom the FPE reserves to the accumulated surplus, no oontribuffon was made 
to the capltal replaoement reserve. Thfs reserve serves as a pool of cash that assists with the 
intemal fiinding for fiiture capital projects. 

Actual operating revenue and ejqj^iditure are compared wtth budget on Appendix B(1) and brief 
explanations are given fbr variances firom the budget. Brackets fndicate adverse variances. 

By far our fargest grant receivable was equttable share of national revenue at R16 930 273 for 
the financial year. This was equal to tiie budgeted amount The equitable share is treated as an 
unconditional grant and fs credited directto operating revenue upon receipt. 

Revenue realised firom condltionaf govemment grants that were uUHzed during the financial year 
were less than budget by R8 479 635, the follovnng being the main reasons: 


Capital projects 

R 

Underspending on MIG projects (roads and halJs): grants roUed over 

(2 075 275) 

Projects deferred and grants rolled over into the 2008/09 year: 


Sports stadlum 

(325 000) 

Gerard Bhengu artgallery 

(550 000) 

Librarv building enhancements 

(493 000) 



Hon-capitaliseable projects budgeted for but not spent 


Projects defenred and grants rolled over into the 2008/09 year: 


Use of the Vuna Awards prize money 

(800 000) 

Municipal infrastructure fnvestment pfan 

(200 000) 

Propetiy rating grants (due to a valuation roU adjudication challenge) 

(485 000) 

Tar's Vailey fow-cost housing 


Synergistic partnerships 

mmmi 

Upgrading of our computer systems 

(300 000) 1 

Basic bookkeeping course 


Emasameni elecfrification project phase one of the project was 
successfully completed during the year ata tofal cost of R4 100 000, paid 
out of a DME grant of equal amount. Phase two, at a total budgeted cost of 
some R6 000 000 was expected to start durfng the 2007/08 year but will 
actually start in the next financial year (around September2008) 

m 


^^■miiii’ 

Non-capitaliseable projects exceeding the budget 


The BuEwer low-cost housing project is running ahead of budget and 
is progressing weil. This is paid foroutof a provindal housing grant. 

1 581 401 



Other small variances 

319 770 



Overali variance 

(8 479 635 ) 


Refien'ing to Appendix B(1), operating expenditure was less than budget by R6 868 743, the 
fbllowfng being the onEy main variance. 

Spending on non-capitaliseable adininistratjve and community projectswas under-budget by 
R5 957 928. This saving goes hand-in-hand with the under-utiljsation of grants set out in the table 
above and the explanations in the table apply to this variance as well. The root cause of this 













underspencfing and consequentsfower service-delivery was the discoEidant situation in the 
poiitica! and acfministrative spheres. 


3. Comments on the statement of financial posltion as at 30 June 2008 

rhe statement of financial position shows that the municipafity was technfcally soivent as at 
30 June 2008. Alt cash-based reserves ancf unexpended grants were properly cash-backed as at 
that date. 


However the large balance of R24 259 8t4 in unexpended condltional govemment grant moneys 
would Indicate a lack of spending and a concomitant lack of servic^e dellvery. Referring to 
Appendix C to the financial statements the folfowing comments attempt to o^r a balanced view 
of this situation: 


• Tfie Bulwer houslng project is progressing well and consequently the grant fundlng Is 
belng expended. 

• The Tar's Valley housing project has been pnoceeding sEower than expected due tc 
probfems wth labour, materlals and escalating costs. 

• The bafance on the Amakhuze biodiverslty grant Is totally earmarked for the creatlon of 
the Gerard Bhengu art gallery at Centocow. Provfnce added a further RSOO 000 duririg 
the year for this project R1 36 400 was spent during the year on the devefopment of a CO 
on the hlstory of the area as part of the tourfsm drive. 

• Phase 1 of the electrific^tion of Emasameni was successfully completed in November 
2007 and the funds of R4 100 000 have now been fully and properly utillzed. A totaf of R5 
800 000 was received durlng the 2007/08 year for Phase Two which Is to gel underway 
around September 2008. PhaseTwo is thenefore on track. 

• We have speeded up on the use of the financial management gnant and have been able 
to appiy it to the use of consultants to update our financial records tn support of our 
budgeting and reporting requlrements. Part of the gnant has also been utilized to pay the 
safary of the Internal Financlal Consultant up to 30 June 2008. 

• The indlgent support grant has been applied to assist with the costs of free basic 
elecfrlc^ty and of funeral supportfor indigent families. 

• The management assistance pnogramme grant was used to pay the salary of the acting 
municipal managen ffom October 2007 to April 2008, the internal financial consultant (to 
30 September2007) and the HR Managen (to 31 July 2007). The remaining funds are 
malnly earmarked fbr tiie upgrading of our ccmputer systems, electnonlc banklng abilitles 
and internet connedivrty. 

• We were underspendtng on our MIG grant for a varlety of reasons. The actlng munlcipal 
manager took a host of emergency steps tc catch up with our nate of spending on these 
road and hall projects. With the stabilization of the administration MIG spendrng will catch 
up and remain on budget during the 2008/09 financlal year. 

• We have been undersp^ding on our municipal systems Improvement grant. The national 
govemment is urging municlpalitles to use this money for introduction of the pnoperty 
rating act. The estimated oostof our general valuation, fncluding aeriat Imagery and a 
land audlt (property reglster) could be as hlgh as R2 000 000. The general revaluatlon bid 
was awarded in Aprll 2008 but an objection has defayed the project which shoutd nowget 
underway in about September 2008. Spending of this grant will start then. 

• The comments in the previous butlet apply to the unspent balance of the property ratlng 
grant and DBSA grant for rates service providers. 

» Suitable community projects will be oonsidered duiir^g our 2008/09 year for use of the 
Vuna award prfze money. 



• The amount of R1 140 OOO for fhe Sisonke Semela rail -tourism project was received 
towancfs ttie end of the 2007/08 in the financial year. Council has recently given the go- 
ahead for the proiect. 

• The sports stadium will receive attention during the 2008/09 year. The total provinclal 
allocation is R1 200 000. 

• A total of R1 554 081 was received from project oonsolidate fbr the bio-fuel project. 
Diversion of these funds tood^er possible projects is being investigated. 


With regand to our debtors the post of nevenue accountant has been vacant fbr about two years 
and could not be filled due to the isues at political/management level. Therefore fhe quality of our 
biltlng of rates and sorvice changes as well as oun debt collection efforts has suffered 
fremendously. The only suitabfe response in the financial statements vras to increase the 
provision for doubtful debts to equal to mosl of the gross carrying value of our debtors book. 

Refer Note 3 to the financial statements. A revenue accountant has now been employed. 


The accumulated surplus can be analysed as follows using information in the statement of 
fnancial posltion: 



R 

Netcarrving value of property, plant and equipment 

35 491 756 

Less: Reserves firlly backed by property, pfant and equipment 


Capitalisation reserve 

(473 038) 

Govemment grant reserve 


Revaluation reserve 


Balance of PPE is therefore funded by the accumulated surplus 

8 718 308 

Total aocumuiated surplus 

16 417 042 

Bafance of the accumulated surplus that is funding working capitai and cash 

9 698 734 


The conciusion is that, once most of the VAT issues have been cleared the municipality wili have 
a reasonabfe but not abundant woiking capital margin. This drives home the need to spend 
money wlsely so as to conserve our financial resources for development and servioe-delivery. 


During the year R55 000 was transferred from the accumulated surplus to the disaster relfef 
reserve. This reserve now stands at a total of R271 070. 


During fhe year the total of R500 000 in fhe property revaluation reserve was transferred into fhe 
accumufated surplus in order to bolster the surplus. This reserve is no longer required since 
adequate unspent moneys are avaifable in toe municipal systems improvement grant to pay for 
the general property revaluation. 


Atotal of R948 620 was utllized from the capital replacement reserve as [nfernal funding for 
capital expenditure during the year. Acash-backed baiance of R1 929 669 remains as at 30 June 
2008. 







I4 

GM Sineke 
Municipal Manager 
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STATEMENT OF FINANCIAL POSmON > 30 June 2008 


2008 

Note R 


2007 

R 


ASSETS 

Nan-current assets 

Pnoperty, planl and e<iuipmenl 1 35 491 756 35 283 592 


Curientassets 


Investments 

2 

30 622 -ISO 


27 910449 

Consumer cfebtors 

3 

414 085 


127 542 

Other debtors 

4 

90 373 


50 144 

Vatue addecf tax 

5 

8713996 


5 591 658 

Bank balances and cash 

6 

1 387 726 


893432 


41 228 332 34 573 225 


76 720 088 69 856 817 


RESERVESAHD UABILITIES 


Reserves 

Capital replacennent reserve 
Capitafisation reserve 
Govemment grant reserve 
Revaluation reserve 
Dlsaster relfef reserve 
Property revaluation reserve 
Acoumurated surplus 


1,929,669 
473,038 
28125 744 
174 666 
271 070 

16 417 042 


2,878.289 
480.180 
28 053161 
178170 
216 070 
500 000 
11 756 241 


47 391 229 44 062 111 


Current liabilities 


Unexpended conditionaE grants 

7 

24 259 814 


20 716915 

Creditors 

8 

5 069045 


5 077 791 


29 328 859 25 794 706 


76 720 088 


69 856 817 
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STATEMENT OF FINANCIAL PERFORIIilANCE 
for tfie year ended 30 June 2008 




2008 

2003 

2007 



Actual 

Budget 

Actuai 


Note 

R 

R 

R 

Revenue 


' 



Property rates 

9 

724 631 

700 000 

655 611 

Property rates - penaities and cbarges 


82 418 

80 000 

164 353 

Servfce charges 

10 

189 644 

200 000 

201 358 

Fines 


82 240 

100 000 

60 619 

Rent of facilities and equipment 


35 406 

- 

34 768 

Interest - investments 


1 718 423 

900 000 

1 806 700 

Interest - outstanding debtors 


69 583 

36 000 

34 607 

Government granfs and subsidfes reaiised 

11 

32 442 181 

40 921 816 

33 011 360 

Other revenue 

12 

41 310 

573 400 

5 939 


ExpendKure 

Employee-refated coets 
Remuneration of councilfore 
Doubtful debte provision 
ContFacted servioes 
Depneciatfon 
General expenses 
Repairs and maintenance 
Interest paid 

Interest transferred to reserves 
and unspent grants 
Loss on disposal of property, plant 
and equipment 

Expendfture on administrative and 
comrrumfy projects 


Operating surpius for the year 


35 385 836 



7 548 381 


43 511 218 



8 805 018 


36 005 815 



10 662 867 


2007 

Sudget 

R 


675 000 
115 800 
201 500 
480 200 
30 000 
591 500 
12 000 
28 453 172 
512 900 


31 072 072 


6 679 495 
3 314 339 
125 000 
487 500 
36 358 
3 026 580 
495 000 


5 801 000 


19 965 772 


11 106 300 


Refer to Appendix B (1) fbr commentary on vaiiances 
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STATEMENT OF CHANGES IN RESERVES 
for the year ended 30 June 200S 



Capital 


Govornment 


Disaster 

Property 




neplacement. 

Capitalisation 

grant 

Revaiuation 

relief 

revaluation 

Accumutated 



reserve 

reserve 

reserve 

reserve 

reserve 

reserve 

surplus 

Totai 


R 

R 

R 

R 

R 

R 

R 

R 

2007 









Balance at 1 July 2006 

2 148 069 

487 322 

21 228 396 

181 674 

163 070 

1 000 000 

3 784 584 

28 993115 

Contribution to capital raplacement and 









disa^ter relief ro^erves 

2 000 000 

- 

- 

- 

53 000 

- 

( 2 053 000) 

- 

Transfer from rasarves to accumulated surplus 

- 

- 

- 

- 

- 

{ 500 000) 

500 000 

- 

Tfr e/share from unspent grants to accumulated surplus 

- 

- 

- 

- 

- 

- 

4406129 

4,406,129 

Property, plant and equipmont purchased 

( 1 269 760) 

- 

- 

- 

- 

- 

1 269 780 

- 

Capital grants used to purchase property, 









plant and equipmont 

- 

- 

8 527 315 

- 

- 

- 

( 8 527 315) 

- 

Offsetting depredation 

- 

( 7 142) 

( 1 702 550) 

( 3 504) 

- 

- 

1 713196 

- 

Surplus for the year 

- 

- 

- 

- 

- 

- 

10 662 867 

10 662 867 

Balance at 30 June 2007 

2 878 289 

480 180 

28 053161 

178 170 

216 070 

500 000 

11 756 241 

44 062111 

2008 









Prioryear adjustment: Emasameni electriftcation w/cff 



(3,153,117) 





(3.153,117) 

Prior year adjustment: Interest transferred to grants 







( 1 066 146) 

(1,066J46) 

Contribution to oapital replaoomont and 









disaster relief reserves 

• 




55 000 


( 55 000) 

- 

Transfer from reserves to accumulated surplus 






( 500 000) 

500 000 

- 

Property, plant and equlpment purchased 

(948,620) 






948 620 


Capital grants used to purchase property. 









plant and equipment 



5,296,847 




(5 296 847) 

- 

Offsetting depreciation 


( 7 142) 

( 2 027 807) 

( 3 504) 



2 038 453 

- 

Disposals of property, plant and equipment 



( 43 340) 




43 340 

* 

Surplus for the year 







7 548 381 

7,540,381 

Balance at 30 June 20Q8 

1 929 669 

473 038 

28125 744 

174 666 

271 070 


16 417 042 

47 391 229 
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CASH FLOW STATEMEHT 
for the year ended 30 June 2008 

2008 

Note 

R 

Cash ffow resulting operating activities 


Equitable share and cash neceipts from ratepayers/oonsumers 

17 859 279 

Cash paid to employees and suppliers 

(28 124 604) 

Cash utilised by operations 

( 10 265 325) 

Interestreceived 

2 865 344 

Interesl paid 

( 1 795) 


Cash flow from operating activlfies 


16 


( 7 401 776) 


Cash flow resulting from Investing activities 

Acquisition of property, plant and equiprrient 
Proceeds of disposal of properly, plant and equipment 

{ 6 233 967) 


(6 245 467) 
11,500 


Cash flow resulting from financing activities 

Cash contributions from the stafe 
Repayrrient of long term fiabilities 
Reoeipt of oonsumer securfty deposHs 

16 841 739 

Net increase in cash and cash equivalents 3 205 996 

Cash and cash equrvaients at beginning of year 26 803 882 

Cash and eash equivalents at end of year 17 32 009 878 


16 841 739 


2007 

R 


19645 369 
(20952096) 

( 1 306 707) 
1806 700 
(2.191) 

497 802 


( 12 861 810) 


( 12 861 810) 


19,049,371 


19 049 371 
6 685 363 
22118 519 
28 803 882 
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ACC0UNTIN6 POLICIES 
for the year ended 30 June 2008 


1 Basis of presentation 

The financia] stafements are pnepared in acoordance wfth Standards of Generafly Recognised Accounting 
Practice (GRAP) and Standardsof Generaliy Accepted Municipal Accountsng Practica (GAMAP) 
prescribed by the Minister of Finance in lenms of General Notices 991 and 992 of 2005. 

The standards are sumnrkarised as folfows: 

GRAP 1 : Presentation of ffnancial statements 
GRAP 2: Cash flow statements 

GRAP 3: Accounting policies, changes in acccuntlng estimates and enrors 
GAMAP 9: Revenue 

GAMAP 17: Property, plant and equlpment 

GAMAP 19: Provjsions, contingent liabilities and oontingent assets 

Accounting policies for material transactions, events orconditfons not covered by the above standards 
have been devefoped fn accordance with paragraphs 7, 11 and 12 of GRAP 3. These accountfng poNcfes 
and the applfcable discJosuines have been based on South African Sfatements of Generalty Accepted 
Accounting Practfoe (GAAP) including any fnterpretalion of such statements issued by the Accounting 
Practices Board. 

fn temns of General Notfce 522 of 2007 contafned rn Gazette number 30013, Ihe Minister of Finanoe has 
exempted fhe munfcipalify ffom complying wrth certain of the above standards and aspects or parts of the 
standards. Details of fbe exemptions granted are provided elsewhere fn these polfcies and in the notes to 
the financfal statements. 

The principal accounting poffcies adopted in the preparation of thefinancial statements, which have been 
ccnsistently applfed except where exemptfon has been granted, are set out befow. 

2 Presentation currency 

The financial statements are presented in South Affican Rand. 

3 Going concem assumption 

The financfaf statements ane prepared onthe going conoem basis. 

4 Reserves 

4.1 Capital replaoement reserve (CRR) 

En order to flnance the provision of fnffastrucfure and other items of property, p]ant and equipment from 
intemal sources, amounts are transfenied ffom the accumulafed surplus fo the CRR rn terms of a Coundl 
resolution. Correspondfng amounfs are transferred to a designated CRR bank or fnvestment account. 

The amounts transfemed to the CRR are based on tha munfcipality's need to ffrtance future caprtal projecfs 
induded in its Integrated Development Plan. 

The cash in the CRR bank or invesfment aocount can onty be utilised to finanoe rtems of property, plant 
and equipment. The CRR is reduced and the accumulated surpfus is credited by correspondfng amounts 
when funds in the CRR are utilised. 
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4.2 Capifalisation reserve 

Upon the iinplementation of GAMAP and GRAP, the balanoes on ceitainfunds created in tenns ofttie 
various provlncial ordinances applicable at the tlme that had historically been utilised fbr the acquisition of 
property, plantand equipment, have been fransfenred to a capltalisation tesetve inslead of the 
accumuiated surplus in terms ofa directive issued by iSiationaJ Treasuty. When such items of property, 
pfant and equipment are depreciated, a transfer is made from the reseive to the accumulated surpius. 

The puipose of thls policy is to promofe community equity by ensuring that fufure depreciation charges that 
will be Irvcurred over the useful lives of these items of propeiiy, plant and equipment are off-set by transfers 
from the reserve fo fhe accumulated surplus. When any of these items are disposed of, the balance in the 
reserve attributable to such items is fransferred to the accumulated suiplus. 

The balance on the capitalisatioii reserve is equal to the carrving value of the items of property, piant and 
equipment financed ffom the fbrmer legislated fiinds. 

4 . 3 Government giant reserve 

When items of property, plant and equipment are financed from govemment grants, a fransfer is made 
from the accumulafed surpius fo the govemment grant reserve equal to the grant recorded as levenue in 
Ihe statement of financial peifoimance in acoordance with a dinective issued by National Treasury. When 
such items of propeity, plant and equlpment are depneciafed, a transfer Is made ffom the neserve to the 
aocumulated surplus. 

The purpose of this policy Is to promote community equity by ensuring thatfuture depreciation chargesthat 
will be incurred over the useful lives of the items of property, plant and equipment funded from government 
granfs are off-set by transfers from tiie reserve to the accumulated surplus. When any of these items are 
dispcsed of, the balance in the leserve attributable to such ifems is transfeired tothe accumulated surplus. 


4.4 Revaluation reserve 

The surplus arising ffom the revaluation of land is credlted fo the revaiuation reserve. On dlsposal of the 
land, the net revaluatlon surplus is transferned to the accumulated suqolus while gains or losses on 
disposal based on revaiued amounts are credlted orcharged to the statementof financial perfbimance. 

4.5 Oisaster relief reserve 

The munidpality has a disaster relief reserve to set aside amounts to provide fbr payments to residentsof 
the munlcipality who have suffered losses as a result of natural disasters. Amounts are transfemed from 
the aocumuiated surplus to the reserve each year in terms of fhe budget. 

The reserve is reduced and the accumulated surplus is cnedited by corresponding amounts when funds in 
the reseive are utilised. 

4.5 Property revaluation reserve 

The munidpality has a property revaiuatlon neserve to set aside amounts to provide tbn the cost of the 
penodic revaluation of property in the municipal area. Amounts are fransferred ffom or to the 
accumulated suipius to or ffrHn the reserve each year in ferms of the budget 

The reserve is reduced and the accumulated surplus is cnedited by corresponding amounts when funds in 
the reserve are utiiised. 
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5 Properfy, plantandequ ipment 

Property, plant and equipment is stated at cost less aocumulated deprectation, excepit fand vi^ich is stated 
at vafues neflected in ttie valuation roll. The efTedive date of the fast valuation was 1 Juiy 2001, 

Depreciation is caiculated on cost using the straight-lrne method over the estimated usefu! lives of the 
assets. The annual depredation rates are based on the following estfniated usefui lives which ane 
reviewed annLtallv: 


Jnftastructure Years 

Roads, pavement and dnains 10 

Taxi ranks 20 

Communitv 

Buildings 30 

Sports frefds 30 


Other 

Years 

Buifdings 

30 

Motorvehicfes 

5-7 

Railway coaches 

15 

Securityfendng 

3-5 

Pfant and equipmerrt 

2-5 

Office equipment 

3- 5 

Fumiture and equipmenl 

2-10 


Land fs not depreciated as it is deemed to have an indefinite life. 

Where the carrying amount of an item of property, plant and equipment is gneater than the estlmated 
reooverabfe amount, it rs written down immedlately to Its recoverabie amount artd an impairment loss is 
charged fo the statement of financial peiformance. 

The gain or loss arising ort the disposal cr letirement of an item of property, pfant and equfpmenf is 
detennined as Ihe difference befween the safes proceeds ar>d fhe canying vafue and is raoognfsed in the 
statement offinancia) perfonmance. 

In the previous ftnancial yearthe requirements of GAMAP 17 and lAS 36 refatlng to property, plantand 
equipment recognised in thefinancial statements were notcomplied with as fdllows: 

- Review of the usellif lives of rtems of prcperty, plant and equipment; 

- Review of the depreciation method applied; and 

- Testing for impairment cf items of property, plant and equipmerrt. 

1n the current financiaf year these requirements have also not been complied with due to the exemption 
granted in temns of General Notice 522 of 2007. 

6 Consumer and ottier debtors 

Consumer and other debtors are camed at anfidpated realisabfe value. An estimate is made fdr doubtful 
debts based on a review of all outsfanding amounts at year end. Bad debts are written off in the year in 
which they are identified. Amounts that are receKrable within 1 2 months from the reporiing date are 
dassified as current. 

7 Creditors 


Trade creditiors are stated at their nominaf value. 
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S Financlal Instruments 

In tfie previous financial yearttie requirements if lAS 39 were notcomplied witti inthatflnancial assets and 
financiaf liabiiities were not measured atfairvalue. In additfon, the disclosure requirements of lAS 32 were 
not complied with. 

In the current financiai year these requirements have also not been compiied with due to the exemption 
granted in terms of General Notice 522 of 2007. 

3 Revenue recognition 

fn the previousfinancial year revenuewas recognfsed at nominal value and no interest was recognised as 
a resuit of any adjustments for the time vatue of money. 

Thfs policy has been foflowed in the current financfal year due to the exemptlon granted in ferms of Genenal 
Notfce 522 of 2007. 

Revenue finom pnoperty rates is recognised when fhe legal entitlement to this revenue arfses. Cdlection 
charges are necognised when such amounts are legailyenforceabfe. Penalty intereston unpaid nates is 
recognfsed on a time proportion basis. 

Service charges relatingto refuse removal ane recognfsed on a monthlybasis by applying the approved 
fariffto each property that has improvemenfs. Tariffs are determined percategory of usage. Revenue 
ansing finom the applicatbn of otherapproved tariff charges is rec»gnised when the service is rendered. 

fnlenest and nentafs are necognised on a time proportion basis. 

Revenue from fines fs recognfsed when payment is reoeived. 

Revenue from public contributions fs reoognfsed when all oonditfons assodated wlth the confributfon have 
been mei or where the contribulion is to ffrtance property, pfant and equipment, wher such items are 
brought into use. 

10 Conditional grants and recarpts 

Payments received in respectof condtlional grants and pubiic funding are recognfsed as nevenue fo the 
extent that any of the crifena, conditions and obligations contaTned in the agneements have been complfed 
with. To the extentthat the criteria, condrtions and oblfgafions have not been met, a liability is reoognfsed. 

11 Provisions 

Provisions are recognised when Ihe munictpality has a present or oonstruct've obfigation as a resuH of past 
events, when it fs probabfe that an outflow of resouroes embodyfng economic benefits will be requfred to 
setfie the oblfgation and when a rellable estimate of the provision can be made. Provisions are revfewed at 
the reporting date and adjusted to reflect the current best estimate. 

12 Cash and cash equivalents 

Cash indudes cash on hancf and cash with banks. Cash equlvaients are short-tenn, highly liquid 
fnvestments with maturities cf three months orless that are held with negistened banking fnstitutioris and 
are subject to an fnslgnificant rislc of change in vaTue. 
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1 3 Retirement benefils 

The munidpality provfdee retinemenit benefits for its employees. Tbe contiibutfons to fund obligstions fbr 
the payment of retirement benefits are diarged against revenue in Ihe year in wliich they become payable. 
The defined benefit funds, whfch are administered on a prevfncial basfs, are actuarially valued on a 
triennfal basfs, 

14 Comparative information 

Budgeted amounts have been Induded in the annual financial statements forthe cun'entyear onty. 

Wben the pre&entation or dassification cf items in Ihe annual financiai statements is amended, prior year 
comparative amounts are are also reclassified. The nature and reason fbrthe redassificatfon isdiscfosed. 
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1 Pf Dperty, plant and equipment 




Community 

Other 



Infrastnjcture 

assefs 

assets 

Total 


R 

R 

R 

R 

2008 





At beginn ing of year 





Cosi 

14,264,168 

6,059,252 

10,116.989 

30 442 409 

Revaluation 

- 

70,110 

122,075 

192 185 

Work iin progress 

4,471.569 

5,801,136 

- 

10 272 707 

Accumulated depredation 





- Cost 

(2 615 236) 

( 494 024) 

(2 600433) 

( 5 609 693) 

- Revaluation 

- 

[ 9 348) 

( 4666) 

( 14 016) 

Carrying value 

18120 501 

11 427 126 

7 735 963 

35 233 592 

Current year movemenfs 





Aoquisitions at cost 

3172106 

2 559 545 

513816 

6.245,467 

Elec.project tfnd to Eskom 

(3153116) 

- 

- 

{3,153,118) 

E>epredatIon 





- Cost 

(1 511 908) 

( 432 232) 

( 653482) 

(2,797,622) 

- Revaruation 


t 2 337) 

{ 4671) 

(7,006) 

Disposals 

- 

- 

(197,787) 

(197,787) 

Aoajjnulated depnedation 





on drsposais 

- 

- 

116,234 

113,234 

At end of year 

14 627 561 

13 552 104 

7 312 073 

35 491 756 


Made up as follows 


Cost 

16692 465 

14 370 482 

10 435 01S 

41 497965 

Revaluation 

- 

70110 

122 075 

192185 

Work in pnogre&s 

2 062 260 

49 453 

- 

2,111,713 

Aocumulated depreciation 
- Cosl 

(4 127 144) 

( 926 256) 

(3 239 186) 

(6292 586) 

> Revaluatfon 

- 

( 11 685) 

( 5 634) 

[ 17519) 

Carrying vafue 

14 627 581 

13 552104 

7 312 073 

35 491 756 


Land is stated at the varues reflected in the valuation rolL 
Ttie effectfve datie of ttie tet vafuation was 1 Juty 2001 . 

In temns of tfie exemption granted in General notlDe 522 of 2007, 
tfie mun lapality did not review the useful lives or tiie depreciation 
method used and did not lest and acoount fbr impafnnRent of assels 
in the ounent finanoal year 

Refer to Appendix B fbr mcxe detail on properfy, p1ant 
and equ ipment. 
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NOTES TO ■mE FINANCIAL STATEMENTS 
foF the year ended 30 June 2003 


1 


Property, plant and equipment (continued) 


2007 

At beginning of year 
Cosl 

Revaluation 

AccumuFated depnedation 

- Cost 

- Revaluation 
Canrying value 

Cunrent year movennerits 

Acquisftidns at cost 
Work in pnogress 
Depneciation 

- Cosl 

- RevaFuation 
Disposals 

Acounnulated depredalion 
on dfsposals 

Al emJ of year 

Made up as follows 
Cosl 

Revaluation 
Work in progness 
Accumutated depnedation 

- Cost 

' Revaluation 



Community 

Other 


InfnastnuctuiB 

assets 

assets 

Total 

R 

R 

R 

R 


12,719,210 

5,863,933 

70,110 

9,265,156 

122,075 

27 653304 
192 185 

(1 404 017) 

( 294 319) 

( 7 011) 

( 1 778798) 

( 3 501) 

(3477134) 

{ 10 512) 

11 315193 

5 637 718 

7 604932 

24 557 843 

1 544 958 

4 471 568 

190 314 

5 801 136 

853 833 

2 539 105 
10 272 707 

( 1 211 219] 

( 199 705) 

( 2 337) 

( 721 635) 

{ 1 167) 

(2 132 559) 

{ 3 504) 

16120501 

11 427123 

7 735963 

35 283 592 

14 264168 

4 471 569 

6059 252 

70110 

5 801 138 

10 116989 
122075 

30 442 409 
192 185 
10 272 707 

(2 615 236) 

( 494 024) 

( 9 348) 

(2 500 433) 

( 4 668) 

(5 609693) 

{ 14 016) 


Canying varue 


1&120 501 


11 427 126 


7 735 963 


35 283 592 
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NOTES TO THE FINANCIAL STATEMENTS 
fbr Iha year endod 30 June 2008 


2 Investinents 


200B 

R 


Deposits wfth First NaOonal Bank: 

32‘Day notJce deposits 1 341 901 

Money madcet deposil 23 582 768 

E>epositwith Standand Bank: 

Money mad^et deposH 5 697 4B1 


30 622 150 


Deposifs of R1 929 669 (2007 : R2 878 289) attributable to Ibe 
capitaE replacenient reserve have been nng-fenced, 

Furtherdeposftsof R24 259 814 (2007 : R20716 915) have 
also been nng>fenced to cover conditional granls that have not 
been spent. 

3 Consumer debtors 


2008 

R 

Rates and servra debtors 2 314 085 

Less: Pnovision for doubtful debts 1 900 000 


414 085 


Ageing of rafes and service debtors 


1-30Days 19 572 

31-60Days 17 051 

61-90Days 18 955 

91-120Days 18 250 

120 Days and more 2 240 257 


2 314 085 


Reconciliation of provision for dOLibtful debts 

At beginning of year 1 900 000 

Contributton to piovision 
WrifeH3ff of bad debfs 


At end of year 1 900 000 


The debtors system cEoes not cater for the custonner 
cfassiflcation of debtors. 


2007 

R 


943 096 
21 794 909 


5,172,444 


27 910449 


2007 

R 

2 027 542 
1 900000 


127 542 


18 727 
17 269 
17 070 
16 540 
1 957 93S 


2 027 542 


917 000 
983,000 


1 900 000 



INGWE MUNICIPALITY 


Page 15 


NOTES TO THE FINANCIAL STATEHENTS 
fbrthe year ended 30 Juna 2008 

4 Other debtors 

200S 2007 

R R 

Seojrily deposfts with suppliers 63 027 33 027 

aher 27.346 17 117 

90 373 50 144 

5 Vafue added tax 

2003 2007 

R R 

Recoverable from S ARevenue Service S 713 996 5 591 65S 

Value adcfed (ax is accounled for on the nece^ts 
and payments basis. 

6 Banh balancesand cash 

2008 2007 

R R 

Bank bafances 1 3S7 62S 392 530 

Cash 100 902 

1 3S7 728 893 432 

The munidpaRty has the foirowing cirrrent bank accounts: 

Primarv account 

First National Bank - Ixopo Branch 
Account nunnber 5256 1036 969 

Cash book bala nce at beginning of year 689 1 77 624 551 

Cash book balanoe at eiKl of year 185 225 689 177 

Bank statement balanoe at beginning of year 71 3 059 644 695 

Bank statement balance at end of year 202 111 713 059 

Salahes aocoLint 

First NationaE 3ank - \xopo Branch 
AocoLjnt number 6205 1076 68S 

Cash book balance at beg inning of y ear 500 500 

Cash book balanoe at end of year 6 292 500 

Bank statement balance al beginning of year 500 500 

Bank statenpent balance a1 end of year 6 292 500 
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NOTES TO THE FINANCIAL STATEMENTS 
for tha year ended 30 June 2008 


Bank balances and cash (continuad) 

2005 

R 

BkKfLiel project account 


First ^fational Bank - Txopo Branch 

AocDLiot number 621 1 2964 293 


Cash book balaoce at beginning of year 

202,553 

Cash book babnce at end of year 

55 781 

Bank staEement balanoe at beginnfng of year 

202.853 

Bank statement balanoe at end of year 

55 781 

Sisonke Stimela pioject account 

R 

Flrst National Bank ^ bcopo Branch 

Account number 6216 4355 274 


Cash book bafanoe at beginning of year 

- 

Cash book bafance at end of year 

1 140329 

Bank statement balance at begjnning of year 

- 

Bank statement balance at end of year 

1 140329 

Unspent grants and receipts 

2005 

R 

Conditional granfs from other spheres of government 

National and Provmcfal 

24 259 814 

Unconditjdnal grant 

Equitable share 



24 259614 

Refer to nole 1 1 for reooncjNation of grants. These amounts 
are held in ring-fenoed investments unbl utilised 


CrBditDrs 

2008 

R 

Trade creditors and contract retentions 

Staff teave encashment 

Prepakl rates and service charges 

Other credrtors 

4 452 359 
358 357 

258 259 


2007 

R 


202,863 


202,853 


R 


2007 

R 


20 7159^5 


20 716915 


2007 

R 

4 3e4 9'l5 
339 930 
29 368 
323.578 


5069 045 


5 077 791 
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NOTES TO THE FINANCIAL 5TATEMENTS 
for tha year ended 30 June 2008 


9 Pnoperty ratBS 


2003 

R 


Property rates raised 

ResHtentiar, cchmmercia] and slatG 724 631 


724 631 


Properly vafuatfons 

ResiderttiaL commercial and state (raid en[yj 4 686 960 


4 606 980 


VaFuations of land and buildings ane performed every five 
years. The last valuation came into effecl on 1 JulV 2001. 
Intenm valuations are carned out to taJ(e acooijnt of cNanges 
in indrvkfLjal property values due lo subdivisiorts. 

Rates ane [evied annuaEly. Interest at 18% per annum fs 
rafsed on oufstanding nates as vve1t as a coltection ctiange of 
10% if rates remain uApaid two months afterthe final dale for 
payment. 

10 Service charges 


2000 

R 

Refuse removal 1 89 644 

Mowfng and buming 


2007 

R 

685611 


605 611 


4 686 980 

4686930 


2007 

R 

201 270 
88 


189 644 


201 358 
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NOTES TO THE FIKANCIAL STATEMENTS 
fbrthe yearended 30 Juna 2008 


11 Gavemment grants and eubsidies 

200B 

R 

Equitable share 930 273 

Other nationai and provJndai grants ufalised 15 &11 908 

Credited lo operating revenue 32 442 181 


Equitable shane 

Unspent at beginning of year 

Reoeived in cument year 1 6 930 273 

LTsed fof capital eKpenditure 

LTsed foj' administrative and comnnunity pro}&c1s 

T ransferred to operatir>g revenue {1 6,930,273) 

T ransferred lo aocijmutated surplus i. 

Unspent al end of year 


Other national and provincial grants 

Unspent at beginning of year 20 716 915 

Received in currenl year 841 739 

Interest cnedited 2 213 067 

Used for capital expenditure { 5 296 847) 

Used for admin isf rative a nd oom mu n ity projects { 10 215 060) 


Unspent at end of year - Refer to note 7 24 259 814 


Sased on Ehe aUocations oontained m t]>e Dfvislon of Revenue 
Act 2007, no sjgnrTbcant changes in the fevel of govemment 
grant fur^ding are expectd over the fbrthcoming three yeaTS 


12 Otharincome 


Sundry fncome 


200B 

R 

41 310 


2007 

R 

19 139122 
13 872 738 


33 011 860 


4406 129 
19139 122 
0 
0 

{19139 122) 
(4 406 129) 


15191 222 
19 049 371 
349 060 
{8 527 315} 
{5 345423} 


20716 915 


2007 

R 

5 939 
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for ttie yearentfed 30 June 2008 


13 EmpEoyee-relaled cosfs 

2008 2007 

R R 

Salaries 4 732804 4 045 186 

Medical akf, pension and UIF contributions 613 773 440 609 

Travellfng allowances 180 705 174 810 

Overtime paymenls 362 442 420 030 

AnniJal and perfbnnance bonuses 186 866 275 797 

6076 6SD 5 356 432 


Advances lo emproyees amounted to R nil 
al year end 


Rennuneratfon of Mijnicfpal Manager 

Salary 494 658 400255 

T ravelBng altowanoa 76 593 48 000 

PeifDFmance bornis - 60,738 

UIF contribLitions 1 473 1 399 

572 724 510 392 

Remuneration of CNief Financial Officer 

Salary 237 107 303 709 

TraveHing allowance 48 536 30 000 

Perfomance boriLJS ■ 18,889 

UIF contributions 1 223 1 299 

286 866 353 897 

Remuneration of Tecbnical Direcfor 

Safary 235 867 102 383 

Travellir^g allbwance 29 321 16 810 

Perfbnnance bonus 

LHFoontributions 1 348 466 

266 536 119 659 

Remuneration of Intemal Rnancial Cor^sijltant 

Salary 383 400 270.000 

TravelBng albwanoe 30000 22,500 

Perfonmanoe bonus 

U I F oontributions f 473 1 ,050 

414 873 293,550 
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NOTES TO THE FINANCIAL STATEMENTS 
for the yearended 30 June 20DB 


13 EmpEoyee related costs (continued) 

2008 2007 

R R 


Remuneratbn of LED and Tourism Manager 


Salary 

267 754 

235 000 

Travelling allowance 

30 000 

30 000 

Perfbnmanca bonus 

- 

- 

UIF oontributions 

1 473 

1 253 


299 227 

266253 

RemuneraEion of Human Resources Manager 

Salary 

188259 

- 

TravelDng anowanoe 

22 500 

- 

Performance bonus 

- 

- 

UIF contributions 

1 099 

* 


211 656 

- 

Remuneration of councillors 


2008 

2007 


R 

R 

Mayor 

274,153 

205,060 

Deputy Mayor 

291,024 

330,409 

Speaker 

252,985 

325,886 

Executlve Committee member 

340,004 

293,694 

Councjllors 

1,963,399 

2,122,059 

Medfcal a'id and pension contribulkms 

314,194 

341,814 


3 435 759 

3 618 922 


BenefHs in kmd 

The Mayor, Deputy Mayor and one Exco member are full-tflme, 
Each ia provided wrth an offtoe and aecretanat support at the 
Gosl of Ihe municipalily. 
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NOTES TO THE FINANCIAL STATEMENTS 
forthe year ended June 2008 


15 Change in accountfng policy 

WA 

t6 Cash flow from operating actWities 



2006 

2007 


R 

R 

Casli flowfrom operating activities is recondied to 
the operatirig surplus for the year, as presenfted in 
the StateiTvent of Financial Perfonnance, as foirows: 



Operaling surptus for the year 

Adjusfments fdr non-cash elements: 

7 548 38f 

10 662 867 

Depredation charge 

2604630 

2 136 063 

Increase in provision for doubtful debts 

- 

963 000 

Intenest revenue transferred to unexpended grants 

- 

349 060 

Adjustnnents for items disclosed elsewhene on the face 
of the cash flow statement 



Condrtional grants tnansferred to revenue from the 
current liabilrty styled "unexpended condrtional grants" 

(15 511 907) 

( 13 672 738) 

Charyges in worldng capitaF; 

Increase in consumer debtons 

{ 266 543) 

{ 669 408) 

Increase in VAT debfor 

( 3 122 338) 

(2 163 063) 

(Increase) / decrease in other debtors 

Incfease in creditors, exduding accr uais and 

( 40 229) 

657 506 

retentfons nelating to properly, plant and equ^ment 

1 206230 

2414 517 


Cash fbw from operating activities 


f 7 401 776> 


497 803 
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NOTES TO THE FINANC!AL STATEMENTS 
forthe year ended 30 Juna 2008 


17 Cash and cash equlvalents 

200B 2007 

R R 

Investments 30 622 150 27 910 449 

Bank balanoes and cash 1 387 728 893 432 

32 009 878 28 803 381 


18 CapHal commitments 


2008 2007 

R R 


Commftments in respectofcapital expenditure: 
Approved and contracted 

- Infrastrucfure 

- Comnnunity assets 

- Other assets 


Approved but not yet oontracted 

- InfrastructLJFe 

- Community assets 

- OUier assets 


1 165832 


1 321 116 

3 488 909 
150000 

1 165832 

4960025 

41 094 244 


9050636 

S 703 019 


2928282 

100 000 


1 200000 


47 897263 13178918 

49 063 095 18 138 943 


This exper^itiire will be flnanoed from: 

- Capital replacemeni reserve 

- Govemment grants 
' Own resoLirces 


1 929 669 2 000 000 

47 063 095 8 603 861 

70 331 7 535 082 


49 063 095 18 138 943 


19 Retirament benefrt information 

The personnel ara membeis of eittier the KwaZulu-Natal Joinl 
Municipal Rrovidenff Fund, a cTefined cwYtrlbulwn f und, or the 
Natat Joinl Munic^l Pension Fund, a defined beneflt fund- 

The pension fund ts subjecl to a tnennial actuarial valuation, 
the latest of which was pBrfdrmed in 2003. The deticfl was 
R22,4 miltion in respect of pensioners and R201,7 milEon ih 
respect of members. The fund does not hold an investmenl 
feserve. 
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20 AddHfonal dlsclosure in tBrms of Iflunlcipal Finance 
nflanagenrient Act 

20G& 

R 

20. 1 Contnbutions to organised local governmenl 
U npaid at beg in ning of year 

Subscription for current year 28 340 

Amount paid ( 2& 340) 


Unpa id at end oi year 


20.2 Audrl fees 

Unpakj at beginn ing of year 

Fee for current year 274 906 

Amounlpald ( 274 906) 


Unpaid at end of year 


20.3 Employeestax 

Unpafd at beginning of year 95 691 

Deductionsforcufrenlyear 1 175 637 

Amount paid ( 1 271 578) 


LTnpafd at erHi of year 


20.4 Value added tax 

Recervable at beginning of year 5 591 658 

fnpufs neoeivable for cunrent year 3 1 52 338 

Outputs payable fdr current year ( 30 000) 

Reoefvabre al end of year 8,713,996 


20.5 Pension and medical aid funds 

Unpaid at beginning of year 109 0(24 

Contributions and deductions fdr current year 1 445 029 

Amcunt paid ( 1 456 546) 

Unpaid at end of year 97,507 


20.6 Unauthorised , irTegufar, fru ittess and wastefuF expenditu ne 
WA 


2007 

R 


9 456 
{ 9 466) 


51 980 
100 962 
( 152 942) 


67930 
1 205843 
(1 178082) 


95691 


3 428595 
2 200193 
( 37130) 


5 591 653 


55671 
1 060125 
( 1 029426) 


86370 
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APPENDIX A; ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 


Cost or Valuatlon Accumulatoci dopn^clatiDn 



Opening 



Closing 

Openlng 



Closing 

Carrying 

Budget 


balance 

Additions 

Adjustments 

Disposals balance 

balanca 

Additions 

Disposals 

balance 

value 

addltlons 


R 

R 

R 

R R 

R 

R 

R 

R 

R 

R 

Infrastructure 











Rpads 

13 204 312 

2,933,545 

- 

- 16 227 857 

2 239 634 

1.352.709 

- 

3 592 343 

12 635 514 

- 

Taxl ranks 

2 027 546 

- 

- 

• 2 027 S46 

187 157 

94,601 

- 

281 758 

1 745 786 

4,890,982 

Socurlty 

260 761 

238,561 

- 

490 322 

188 445 

64.598 

- 

253 043 

246 279 

- 

Electriflcatlon 

3.153,118 

- 

(3,153,118) 

- 

- 

- 

- 

- 

0 

- 


18 735 737 

3 172 106 

(3153118) 

- 18 754 725 

2 615 236 

1 511 908 

- 

4 127 144 

14 627 581 

4 390 982 

Communlty aasots 











Community halls 

10 907 289 

2,540,110 

- 

- 13 447 399 

396 538 

333,989 

- 

730 527 

12 716 872 

2 565 140 

Libraries 

513 079 

- 

- 

513 079 

88 411 

85,661 

- 

154 092 

358 987 

493,000 

Public places 

143 294 

19,435 

- 

162 729 

21666 

2,779 

- 

24 447 

138 262 

- 

Sports fields 

363 603 

- 

- 

363 603 

13 520 

12,120 

- 

25 640 

337 963 

325 000 

Refuse slte 

3 235 

- 

- 

3 235 

3 235 

- 

- 

3 235 

- 

- 


11 930 500 

2 559 545 

0 

* 14 490 045 

503 372 

434 569 

- 

937 941 

13 552104 

3 383 140 

Other assets 











Land 

517 899 

- 


517 899 

- 

- 

- 

- 

S17S99 

- 

Buildings 

5 503 756 

- 


- 5 503 7SS 

748 960 

183,459 

- 

932 419 

4 571 336 

550,000 

Vehlcles 

2 857 820 

4,550 


(177,404) 2 684 966 

1 026 301 

376,729 

(102,994) 

1 300 036 

1 384 930 

350 000 

Plant and equipment 

76 083 

127,709 


(11,26S) 192 527 

52180 

41,447 

(11,265) 

82 362 

110165 

100 000 

Offica aquipmant 

215 B67 

68,876 


284 743 

130 854 

46,075 

- 

176 929 

107 814 

- 

Computers 

260 493 

38,718 


(6,519) 292 692 

128 090 

54,814 

(3,687) 

179 317 

113 375 

- 

Software 

268 131 

- 

- 

268131 

136136 

56,427 

- 

192 563 

75 568 

- 

Furniture and flttings 

541 016 

273,963 

- 

(2,599) 812 380 

282 580 

99,204 

(388) 

381 396 

430 964 

230,337 


10 241 064 

513 816 

(197,787) 10 557 093 

2 505101 

858 155 

(118,234) 

3 245 022 

7 312 071 

1 230 337 

40 907 301 

6 245 467 (3153 118) 

(197,787) 43 801 863 

5 623 709 

2 604 632 

(118,234) 

8 310107 

35 491 756 

9 504 459 
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APPENDtX B{1|: ACTUAL VER3U3 BUDOET - REVENUE AND EXPENDITURE 
f«r thv yvvr «nd«d 30 Jun« 20Dft 



2005 

Actual 

2005 

Budget 

Variance 


R 

R 

R 

R«V4nU« 

Property ratea 

724 631 

70D 000 

24 631 

Property ret« - pen«tties and charges 

02 410 

50 000 

3 415 

Swvice charges 

159 544 

200 000 

( 10 366) 

Fin« 

02 240 

100 000 

( 17 760) 

Rent of facilitle& and equipmont 

35 406 

- 

35 406 

Intoreot - Invoatmerits 

1 710 423 

900 DOO 

&1S423 

interHt - outstanding debtors 

59 553 

35 000 

33 553 

Qovemment grants and subsjdiBS 

32 442181 

40 921 616 

( e 479 635) 

Otherlncome 

41 310 

573 400 

( 532 090) 


35 305 03$ 

43 511 216 

(3125 380) 


Explftnfttlon of varlAnoes larger than 1 of hudget 

% (brukAtt denote an advorK vanan«) 


4 

3 

(5) 

(1 fi) Spood-tjming oquipmont wu aoquirod late in the year. 

Conservative budgvt. Smitll flbsolut* flmount. 

01 Interesft eamed on unexpanded grents. 

93 ShOdage Qf ataff, Poor quality of bllllng and of ciedit control for rates and aervice charges. 

(21 ) Administration wu stabillKd late tn the year. Granto rolled over for spendlng In tho 2DO&/00 yoar. 

(93) R5DD ODD property revBluation resarve wa& credited direct to the aCCumulted SurpiU* and not to revonue. 


Expdrldlture 


EmpiOyee^related costs 

6 076 660 


6 496 967 


422 267 

RemunerBliDn of ooundllora 

3 435 759 


3 755 756 


319 997 

Doubtful debts prevision 

- 


200 DDO 


2D0 DOD 

ContrOOted serviCas 

1 863 673 


1 639 000 


( 224 673) 

Depredation 

2 804 630 


2 750 000 


( 54 630) 

Generel expenses 

4 150 007 


4 466 000 


315 993 

Repeirs and rnaimenanca 

365 611 


375 000 


9189 

interest pald 

1 795 


4 000 


2 205 

IntervSt trensfirrvd to reServes 






and unsperrt grants 

- : 


- 


- 

Loos on diaposel of property, plant 






and equlpment 

79,653 


- 


( 79 553) 

Expenditur* on administmrtive and 






oommunity projecta 

9 059 547 


15 017 475 


5 957 928 


ly 537 456 34 70$ 195 5 555 743 


5 

9 

100 

(14) 

(2) 

7 

2 

55 


4D 


Pnoviaion of R1 9DD ODD bnought forward ftem the 2006/07 yeflr ii COnNdeied adequate, 

Increased use Of oonauhante to update the flnancjal reoords. Qrants were reBlised to COver thi$ apending. 


Small absDlute amount. 


AdministrBtion was stabilised late in the yvar. Grants rOlled Over for Jpendlng In tha 20D&/D9 year. 


SurpiM* foi'th* year 


7 345 351 


soosoia 


( 1 255 537) 
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APPCNDIX B(2): ACTUAL VERSUS BUDGET - ACQUISmON OF PROPERTY, PLANT AND EQUIPMENT 
fot tha yaar anded 30 June 200A 


Inf^tnjctura 

Roads 
Taxl ranks 
Socurlty 


Coinmunny au«t« 

Communlty nalls 
Lilarafles 
Publlc plaocs 
$ports fiews 


Othet avwta 
Vfthlciu 

Plant and equlpment 
Offioe equlpment 
Computnrs 

Art gallery and rutaurant 
Fumituro and fittings 


2008 

2008 


Aotual 

Budgat 

Varience 

R 

R 

R % 

2 903 545 

4 690 982 

( 1 957 437) (40) 

238 581 

- 

239 561 

3172106 

4 590 952 

( 1 716 676) 


2540110 

2 565 140 

( 25 030) 

(1) 

- 

493 000 

( 493 000) 

. 

19 435 

- 

19 435 

. 

- 

325 000 

( 325 000) 

- 

2 559 545 

3 383 140 

( 823 595) 



4 550 

350 000 

( 345 450) 

(99) 

127 709 

100 000 

27 709 

29 

68 876 

. 

55 675 

- 

38 718 

. 

35 715 

- 

- 

550 000 

( 550 000) 

- 

273 963 

230 337 

43 626 

19 

513 816 

1 230 337 

{ 716 621) 


5 246 467 

9 504 459 

(3 255 992) 



Explanatjon of varlancss grsatsr than 5% 
(brackots denote underapendlng) 


Adminlstratlon was stabiljsed late in ttie year. Crants rolled over for spending In the 200S/09 yaar. 
Fenoinp for the Butwer halt and library was not budgattad for, [ntemaiiy funded. 


Provtnclal libraiV alloeation waa adviaed late in the year. Will be followed up In the 2008/09 ysar. 
Costs to complfltA tha CreightDn public tdileta- Intemelly fynded. 

Adminjetration was stabllisfld latfl in thfl yflarL Grants nolled over ibr spending in the 20DS/0fi yeer. 


New mayqrai vehide not acqulred. Wlll be punchased during thfl 2008/09 year. 

Mtnor plant such as brushcutters and chainsaws were not budgflttfld for. 

Rflplacement of the stolen mayoral chain was not foraeen and thflfflrorfl was not budgflttfld.. 
Fivfl notebook oomputere for new staff and offlce-bearors. 

Gsrard Bhengu art pallery will go ahead in the 2006/09 year. Grants rotled ovsr untll thsn. 
Curtains and tables fdr th« Bulwar hall wBrB not budgatWl for intemaity funded. 
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APPENOIX C; OISCLOSURE OF GHANTS AND SUBSIDIES [N TERMS OF SECTION 123 OF THE MUNICIPAL FINANCE 

MANAGEMENTACT 

for tlio year ended 30 Juna 200B 




Unspent 




Unspent 



at beginning 

Recejved 

Inrterest 

ExpGrKjjed 

atend 

Purpose of grant 

Organ of starfe 

of year 

during year 

credited 

during year 

□fyear 



R 

R 

R 

R 

R 

State HoLising - Bulwer pro^ci 

Province of KZW 

7 331 538 

902 478 

458 267 

6 225 401 

2 466 902 

State Housing - Donnybrook projecl 

Province of KZN 

62 871 

- 

7 511 

- 

70 382 

State HcKising - JSTgcobo's Farm project 

Province of KZN 

679 496 

- 

31 380 

- 

710 876 

State Housing - Tar's Valtey project 

Provinoe of KZN 

1 235 520 

( 902 476) 

153 354 

- 

486 396 

CMIP - Bufwer housing project infrastructune 

Provfnoe of KZN 

102698 

- 

4 746 

- 

107 444 

CMIP - Donnybrook water system 

Provinoe of KZN 

20S587 

- 

9643 

. 

218 230 

CMIP ' Ngcobo's Fanm housing infrastructure 

Provinoe of KZN 

104 789 

- 

4 844 

. 

109 633 

CMIP - Nkwezefa landfill site 

Provinoe of KZN 

130087 

- 

15 541 

. 

145 623 

CMIP - TaF"s Vailey housing infrastructure 

Provinoe of KZN 

80 638 

- 

3 728 

. 

84 366 

AmakhLize biodfversity 

Natfonal govemment 

699 785 

- 

34181 

. 

7S3 966 

Anti - oomjption measures 

Pnovince of KZN 

143 915 

- 

6 652 

- 

150 567 

Basfc bookkeeping 

Pnovinceof KZN 

- 

100 000 

4 888 

- 

104,888 

Bio-fuel project 

Gijima LED Fund 

4,754 

1 554 061 

76691 

54 850 

1 580 676 

Bufwer library: fumHune and equipment 

Provincs of KZN 

- 

242 986 

13 329 

194 000 

62.315 

Commijnication strategy 

Provinca of KZN 

34,621 

- 

2 745 

3000 

34 366 

DBSA grant - rales service providers 

ProvinceofKZN/DBSA 

- 

197 230 

9 641 

- 

206 871 

Development adminfstration capacnty buildirrg 

Province of KZN 

107 000 

- 

4 943 

- 

111 946 

Efectiiflcation of eMasameni 

National govennmenl 

946 883 

5 800000 

287 292 

1 091 243 

5 942 932 

Finar>cia1 management 

National govennmenl 

396 544 

610185 

98 305 

908 724 

696 310 

GAMAP impfementation 

Provinoe of KZN 

48150 

(3.456) 

2 057 

46 751 


Geognapfiic information system 

Provinoe of KZN 

298 406 

- 

37 533 

52 308 

283 631 

Genard Ghengu ant gallery 

Provinoe of KZN 

- 

500 000 

24 443 

136400 

388,043 

Housing plan 

Pnovince of KZN 

- 

- 

- 

. 

- 

Human nescunce systems 

Pnovinceof KZN 

137,000 

- 

13162 

- 

150 162 

Indigerrt suppont 

Province of KZN 

1 344 868 

- 

160985 

522 246 

983 607 

Induction training 

Provinca of KZN 

- 

12 360 

604 

- 

12,964 

Integiated developmenl planning 

Provinca of KZN 

6 591 

50 000 

78 

50199 

6 470 

Fnter-departmental mon'rtohng 

Province of KZN 

42 800 

- 

4 915 

- 

47 715 

rntemal control and aiidit 

Province of KZN 

150,000 

- 

8 231 

. 

158 231 

Land use management system 

Province of KZN 

6586 


304 


6 890 

Managemenrt assfstance pnogramme 

Provinoe of KZN 

963 066 

- 

133 630 

485 461 

616 235 

Munidpal Finance Management Act 

Provinoe of KZN 

100 000 

( 106 729) 

6 729 

. 

- 

Munidpal infrastnjctufe 

National govemment 

1 707696 

5 586082 

161 260 

5 357151 

2 097 886 

Munfdpal infrastnucture investment planning 

Pnovinoe of KZN 

200,000 

- 

13 591 

. 

213 591 

Munidpal systems improvement 

NatJonal govemment 

1 186097 

734 000 

161 286 

34 830 

2 046 553 

PEMS skiirs developmenrt 

Provinoe of KZM 

186 993 

- 

8598 

- 

194 591 

Property rating 

FTovince of KZN 

435 000 

- 

49953 

- 

484 953 

Public partidpation 

Provinca of KZN 

250,000 

100 000 

28 908 

318019 

60 889 

Sisonke Stimela train projecl 

Gijima LED Fund 

- 

1 140 000 


- 

1,140,000 

Sponts stadium 

Province of KZN 

- 

325 000 

15 387 

. 

340,887 

Township establishment 

Province of KZN 

125 522 

- 

3 395 

31 324 

98 093 

Vuna award prize mor>ey 

National govemmer>f 

750 310 

- 

89 634 

. 

839 944 

Web sife development 

Pfovrnoe of KZN 

9105 

- 

4 680 

- 

13 785 



20 716915 

16 841 739 

2 213 067 

15 511 907 

24 259 814 


NOTES 

Nogranlswere delayed or withheid 

2 . Conditions specified in the Divlsion of Revenue Act wete complied wilh in all instanoes 


